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SYSTEM  OF  OPERATING  ACCOUNTS 
FOR  HARDWARE  RETAILERS 

INTRODUCTION 

The  purpose  of  this  bulletin  is  to  define  the  accounting  terms 
used  in  retail  hardware  stores.  There  has  been  great  varia- 
tion in  the  meanings  given  by  different  retailers  to  accounting 
terms  in  common  use.  Hence  a  uniform  accounting  system, 
with  standard  definitions  that  will  show  just  what  is  meant 
by  "  gross  profit,"  "  selling  expense,"  and  each  of  the  other 
items  is  essential  if  reliable  figures  are  to  be  collected  and  if 
hardware  retailers  are  to  be  able  to  compare  their  own  results 
intelligently  with  the  Bureau's  summaries. 

The  individual  retailer's  cost  accounting  system  enables 
him  to  compare  his  expenses  of  a  recent  period  with  those  of 
an  earlier  period.  Although  the  conditions  are  different,  he 
can  see  the  changes  which  his  own  expenses  are  undergoing. 
Additional  guidance  in  managing  his  business  is  secured,  if 
he  can  detect  chronic  weak  spots,  the  points  at  which  his 
business  is  behind  the  average  standard.  By  using  a  system 
that  is  standard  in  the  trade,  he  is  able  to  compare  his  ex- 
penses with  the  expenses  of  other  hardware  retailers  doing  a 
business  similar  to  his  own,  for  the  same  period  of  time  under 
like  conditions.  Such  comparisons  will  enable  him  to  learn 
when  any  expense  is  above  the  average,  and  thus  direct  his 
attention  to  the  opportunities  for  economy. 

The  first  part  of  the  bulletin  defines  the  accounts  that 
appear  on  the  Profit  and  Loss  Statement.  The  second  part 
explains  briefly  the  assets  and  liabilities  accounts  and  book- 
keeping methods,  with  illustrations  showing  how  the  accounts 
are  opened  and  closed.  Record  sheets,  especially  prepared  for 
retailers  who  are  not  ready  to  use  double-entry  books,  are 
explained  on  pages  46-60.  The  index  will  be  of  help  to  book- 
keepers. 
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PART  I 

EXPLANATION  OF  THE  PROFIT  AND  LOSS 
STATEMENT 

The  accounts  on  the  Profit  and  Loss  Statement  show  first, 
gross  profit  on  merchandise;  second,  net  profit  after  all  ex- 
penses have  been  met;  and  third,  final  surplus.  In  the  Mer- 
chandise Statement,  the  cost  of  merchandise  sold  and  gross 
profit  are  determined.  First,  returns  and  allowances  are 
subtracted  from  gross  sales  to  give  net  sales.  Next,  purchases 
at  billed  cost  and  freight,  express,  and  cartage  on  these  pur- 
chases are  added  to  inventory  at  the  beginning  of  the  period. 
From  the  sum  of  these,  cash  discounts  taken  are  deducted. 
Then  net  inventory  at  the  end  of  the  period  is  deducted  to 
determine  the  cost  of  the  merchandise  sold.  The  difference 
between  the  cost  of  the  merchandise  sold  and  the  net  sales 
gives  gross  profit. 

The  Expense  Statement  includes  payments  for  wages,  sup- 
plies, insurance,  and  taxes  necessary  for  operating  a  retail 
hardware  store;  the  loss  of  value  of  equipment  from  wear  and 
tear;  a  fair  salary  for  the  proprietor  or  partners;  rent  for  the 
store,  whether  owned  or  leased;  and  interest  on  borrowed 
money  and  on  net  investment.  The  sum  of  these  expenses 
deducted  from  gross  profit  gives  net  profits 

Some  hardware  stores  have  a  workshop^,  the  receipts  and 
expenses  of  which  are  kept  separate  from  the  receipts  and 
expenses  of  the  retail  store.  The  balance  of  these  items  and 
the  balance  of  any  other  receipts  and  expenses,  such  as  those 
for  the  wholesale  end  of  the  business,  together  with  the 
balance  of  interest  and  rentals  earned,  are  combined  with  net 
profit.  From  the  resulting  figure  income  and  excess  profits 
taxes,  and  dividends,  partners'  sharings,  or  proprietor's  with- 


drawals,  are  deducted  to  show  the  final  surplus  or  deficit  for 
the  period.  This  is  the  general  outline  of  the  profit  and  loss 
statement.    Definitions  of  the  individual  accounts  follow. 

Merchandise  Statement.  This  division  explains  the  ac- 
counts which  are  used  in  determining  gross  profit. 

1.  GROSS  SALES. 

Credits: 

Cash  and  charge  sales  of  merchandise. 
Merchandise  taken  from  the  store  for  proprietor's 
or  partner's  use. 

If  sales  are  classified  by  departments,  the  amount  credited 
to  this  account  is  the  sum  of  the  credits  to  the  sales  accounts 
of  the  separate  departments. 

Receipts  from  the  workshop  are  not  included  in  Gross 
Sales.    They  are  accounted  for  separately  under  Item  35. 

The  goods  taken  out  of  the  store  by  the  proprietor  or  a  part- 
ner for  his  private  use  are  accounted  for  like  other  merchan- 
dise and  included  in  the  sales.  The  proprietor  or  partner  is 
treated  as  any  regular  customer.  Although  it  may  cost  the 
proprietor  somewhat  less  to  sell  goods  to  himself,  nevertheless 
he  incurs  handling  expense  for  these  goods  just  as  for  mer- 
chandise sold  to  his  customers.  His  books  cannot  show  the 
real  results  of  his  business  unless  these  goods  are  accounted 
for.  The  value  of  the  merchandise  taken  out  is  charged  at 
retail  price  to  the  proprietor's  or  partner's  account  and 
credited  to  Gross  Sales. 

If  cash  discounts  are  given  to  customers,  a  separate  account 
is  kept  for  them  and  like  Returns  and  Allowances  they  are 
deducted  from  Gross  Sales. 

2.  RETURNS  AND  ALLOWANCES. 

Debits: 

Merchandise  returned  by  customers. 
Allowances  to  customers  on  merchandise  not  re- 
turned. 
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A  "  return  "  is  a  physical  return  of  merchandise  to  the 
store  for  cash  or  credit.  An  ''  allowance  "  is  a  rebate  allowed 
to  a  customer  for  some  defect  in  the  goods  sold. 

3.  Net  Sales  is  Gross  Sales  (Item  1)  less  Returns  and 
Allowances  (Item  2). 

This  is  the  chief  income  account,  and  from  it  all  payments 
for  merchandise  and  expense  are  made;  the  remainder  may 
be  distributed  to  the  owners  or  left  in  the  business  as  addi- 
tional investment.  Net  Sales  represents  the  real  volume  of 
business  done,  and  serves  as  a  common  basis  for  comparing 
operating  expenses  of  hardware  retailers.  It  is  consequently 
taken  as  100%,  the  figure  upon  which  all  percentages  for 
profit  and  expense  are  based. 

4.  NET  INVENTORY  OF  MERCHANDISE  AT  BEGINNING  OF 

PERIOD. 

This  is  the  net  value  of  the  stock  on  hand  at  the  beginning 
of  the  year,  when  stock  is  taken  annually.  Item  4  on  this 
statement  is  the  same  as  Item  10  on  the  Profit  and  Loss 
Statement  for  the  preceding  year  or  period.  A  detailed  ex- 
planation of  the  inventory  account  is  given  on  pages  9-11. 

6.   PURCHASES  OF  MERCHANDISE  AT  BILLED   COST. 

Debits: 

Merchandise  purchased  at  billed  cost. 
Credits: 

Returns  and  allowances  on  purchases  of  mer- 
chandise received  from  wholesaler  or  manu- 
facturer. 

Merchandise  purchased  is  debited  to  this  account,  at  the 
billed  price,  as  soon  as  it  is  received.  If  goods  are  returned 
to  the  wholesaler  or  manufacturer  their  value,  whether  in  the 
form  of  credit  or  cash  refund,  is  credited  to  this  account.  If 
an  allowance  is  made  the  amount  of  the  allowance  is  also 
credited  to  this  account. 


Materials  and  supplies  purchased  for  the  workshop  are 
debited  to  Workshop  (Item  35),  not  to  Item  5. 

6.  INWARD  FREIGHT  AND   CARTAGE. 

Debits: 

Freight,  express,  and  cartage  or  drayage  on  in- 
coming merchandise. 
Expense  of  unloading  freight  cars. 
Transportation  charges  on  incoming  merchandise  are  not 
an  expense  of  doing  business  but  a  part  of  the  cost  of  the 
merchandise.    The  cost  of  merchandise  purchased  is  the  cost 
delivered  at  the  retailer's  store.    The  amount  of  these  trans- 
portation charges  depends  not  upon  how  the  store  is  operated 
but  upon  the  distance  that  the  goods  are  carried. 

7.  Sum  of  Items  4,  5,  and  6. 

This  amount  is  the  total  cost  of  the  merchandise  handled 
during  the  period. 

8.  CASH  DISCOUNTS  TAKEN. 

Credits: 

Cash  discounts  taken  for  the  early  payment  of 
bills. 

Cash  discounts  actually  taken,  whether  they  are  all  or  only 
a  part  of  the  cash  discounts  offered,  are  credited  to  this  ac- 
count. 

9.  Item  7  less  Item  8. 

Cash  discounts  taken  are  a  deduction  from  the  cost  of 
merchandise,  and  the  difference  between  Item  7  and  Item  8 
is  the  net  cost  of  the  merchandise  handled  during  the  period. 

10.   NET    INVENTORY     OF    MERCHANDISE    AT    END     OF 
PERIOD. 

Debits: 

Billed  cost  of  merchandise  on  hand  at  end  of 
period  (cost  of  equipment  not  included). 
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Credits: 

Physical  depreciation  of  merchandise. 
DecHne  in  market  value  of  merchandise. 
Discount  on  inventory  of  merchandise. 

In  order  to  make  out  an  accurate  profit  and  loss  statement 
and  balance  his  accounts,  it  is  necessary  for  the  hardware 
retailer  to  take  stock  at  least  once  a  year.  Only  by  knowing 
how  much  merchandise  he  has  on  hand  is  it  possible  for  him 
to  calculate  accurately  his  profits  or  net  worth. 

By  taking  stock  at  billed  prices  a  retailer  has  a  complete 
record  of  what  his  merchandise  on  hand  cost  and  of  what 
deductions  are  made  to  arrive  at  net  inventory. 

Merchandise  should  not  be  inventoried  at  a  price  higher 
than  cost.  Although  the  market  price  for  some  merchandise 
in  stock  may  be  higher  at  inventory  time  than  when  the  goods 
were  purchased,  the  benefit  of  the  higher  price  is  not  realized 
until  the  goods  are  sold.  In  conservative  business  manage- 
ment profits  are  not  shown  until  they  have  been  earned. 

Depreciation  in  a  retail  hardware  store  is  commonly  small. 
If  shown  on  the  books  it  would  be  treated  as  a  deduction 
from  Item  10.  When  merchandise  is  inventoried  at  cost,  a 
separate  record  is  kept  of  the  depreciation  of  the  articles  that 
are  worth  less  than  they  cost.  If  the  market  price  of  mer- 
chandise is  lower  at  inventory  time  than  the  billed  cost,  the 
difference  should  be  subtracted  from  gross  inventory.  Other- 
wise the  valuation  is  not  conservative.  The  safe  rule  is  ''  cost 
or  market,  whichever  is  lower." 

As  already  indicated,  cash  discounts  taken  constitute  a  re- 
duction in  the  price  of  goods;  when  inventory  is  taken  at 
billed  prices,  therefore,  discount  must  be  deducted  before  the 
figure  of  the  inventory  can  be  used  for  the  determination  of 
profits.  If  the  cash  discounts  taken  during  the  period  amount 
to  1  %  of  the  billed  cost  of  the  purchases  (and  a  comparison 
of  Item  5  and  Item  8  will  show  the  percentage),  1  %  of  the 
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billed  cost  of  the  stock  on  hand  at  inventory  should  be  cred- 
ited to  Item  10. 

The  balance  of  the  account  is  Net  Inventory  of  Merchan- 
dise at  End  of  Period. 

Equipment  is  inventoried  separately  and  is  not  included  in 
the  inventory  of  merchandise. 

11.  Cost  of  Merchandise  Sold. 

Net  Inventory  of  Merchandise  at  End  of  Period  (Item  10) 
subtracted  from  Item  9  leaves  the  Cost  of  Merchandise  Sold. 

Since  inventory  is  taken  at  cost,  the  Cost  of  Merchandise 
Sold  (Item  11)  is  the  figure  that  is  divided  by  the  average 
inventory  to  determine  the  rate  of  stock-turn. 

12.  Gross  Profit. 

Cost  of  Merchandise  Sold  (Item  11)  subtracted  from  Net 
Sales  (Item  3)  leaves  Gross  Profit. 

Expense  Statement.  The  Expense  Statement  in  this  ac- 
counting system  is  classified  as  follows : 

Selling  Expense. 

Delivery  Expense. 

Buying  Expense. 

Management  Expense. 

Fixed  Charges  and  Upkeep  Expense. 

Miscellaneous  Expense. 

Losses  from  Bad  Debts. 

This  classification  shows  just  what  each  of  the  retailer's 
services  costs  and  makes  it  possible  for  the  Bureau  to  collect 
figures  which  can  be  used  for  making  comparisons  between 
different  stores.  Only  when  delivery  expense,  for  example,  is 
separated  from  other  expense,  can  the  hardware  retailer 
know  what  it  costs  him  to  deliver  goods,  whether  that  ex- 
pense is  increasing,  and  how  his  delivery  expense  compares 
with  that  of  other  stores.    Each  item  is  an  expense  which  the 
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business  must  bear.  Net  profit  can  be  calculated  only  after 
every  one  of  these  items  has  been  provided  for  out  of  gross 
profit.  Rent,  for  example,  is  just  as  truly  an  expense  of  the 
business  when  the  store  is  owned  as  when  it  is  leased. 

The  proprietor's  capital  is  just  as  much  entitled  to  interest 
as  capital  that  is  borrowed.  The  proprietor  is  warranted  in 
charging  a  salary  for  himself  as  an  expense  to  the  business 
just  as  a  corporation  is  warranted  in  charging  the  manager's 
salary  to  expense.^  Each  owner  active  in  the  business  should 
charge  as  expense  a  salary  for  his  services  equal  to  what  he 
would  earn  if  he  were  doing  the  same  work  for  someone  else. 
The  salary  of  the  proprietor,  or  each  active  partner,  which  is 
debited  as  expense  is  credited  to  the  proprietor's  or  partner's 
salary  account  directly.  A  simple  method  of  keeping  these 
records  is  to  open  an  account  for  Proprietor's  Salary.  This 
account,  Proprietor's  Salary,  is  credited  with  the  amount 
that  is  charged  to  the  business  as  expense.  It  is  debited 
with  the  cash  that  he  withdraws  for  salary  and  with  the 
merchandise  taken  from  the  store  for  his  own  use.  The 
balance  at  the  end  of  the  year  shows  how  much  he  is  leaving 
in  the  business  as  additional  investment  or  how  much  he  has 
overdrawn.  "  Salaries  "  of  inactive  partners  do  not  belong 
in  expense  but  are  treated  as  advance  distributions  of  Divi- 
dends, Shavings,  or  Withdrawals  (Item  40) . 

A  division  of  some  of  the  charges  for  salaries  and  wages 
between  different  accounts  may  be  necessary.  When  an  em- 
ployee spends  one-half  of  his  time  in  selling  and  one-half  in 
delivering,  his  wages  are  divided  between  selling  expense  and 
deUvery  expense.  It  is  not  necessary,  of  course,  that  a  daily 
memorandum  be  kept  of  the  manner  in  which  the  time  of 
each  individual  is  spent;  a  close  estimate  can  be  made  when 

^  In  computing  net  income  for  purposes  of  the  excess  profits  tax  an 
individual  or  partnership  may  deduct  as  an  expense  a  reasonable  amount 
designated  as  salaries.  Articles  32  and  39,  Regulations  No.  41,  United 
States  Internal  Revenue,  Treasury  Department. 
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the  wages  are  paid  and  the  debits  are  made  to  the  expense 
accounts. 

Likewise  it  may  be  necessary  for  the  proprietor  to  divide 
his  own  salary  between  selling,  buying,  and  managing.  He 
can  easily  estimate  the  amount  of  time  spent  in  each  and 
divide  his  salary  accordingly.  If  he  spends  one-half  of  his 
time  in  selling,  one-fourth  in  buying,  and  one-fourth  in  man- 
aging the  store,  then  one-half  of  his  salary  is  charged  to  Wages 
of  Salesforce,  one-fourth  to  Buying  Expense,  and  one-fourth 
to  Management  and  Office  Salaries.  The  proprietor's  salary 
can  be  divided  once  a  month  or  once  a  year.  Although  there 
are  occasional  mistakes  in  these  estimates,  the  Bureau's  ex- 
perience shows  that  they  are  rare.  The  results  from  differ- 
ent stores  are  so  similar  as  to  prove  that  they  are  generally 
accurate.  The  trouble  of  making  these  estimates  and  addi- 
tional entries  is  amply  repaid  not  only  by  the  advantage 
gained  through  comparison  with  other  stores,  but  by  the 
attention  which  this  method  requires  the  manager  to  give  to 
the  actual  use  of  valuable  time. 

So  far  as  the  other  items  of  expense  are  concerned,  it  is 
as  easy  to  keep  them  in  separate  accounts  as  to  lump  them  all 
together.  When  they  are  kept  separate,  the  store  can  be 
managed  more  efficiently,  for  the  proprietor  then  knows 
which  items  of  expense  are  heaviest  and  which  are  tending 
to  increase. 

Selling  Expense. 

13.   WAGES  OF  SALESFORCE. 

Debits: 

Wages  of  regular  salesforce. 
Wages  of  "  extra  "  salesforce. 
Commissions  or  bonuses  to  salesforce. 
Part  of  salary  of  proprietor,  partner,  or  manager 
proportionate  to  time  spent  in  selling. 
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14.  OTHER  SELLING  EXPENSE. 

Debits: 

(a)  Advertising 

Newspaper  and  periodical  space. 
Circulars  and  price  lists. 
Trading  stamps  and  premiums. 
Signs  and  posters. 
Demonstration  expense. 
Advertising  novelties. 

(6)  Wrappings  and  other  selling  expense 
Wrapping  paper  and  twine. 
Crates  and  packing  cases. 

This  account  may  be  separated  into  two  accounts,  one  for 
advertising  and  the  other  for  wrappings  and  other  selling 
expense. 

At  inventory  time,  the  stock  of  advertising  supplies,  trad- 
ing stamps,  or  premiums  on  hand  is  credited  to  Item  14. 
When  the  books  are  opened  again,  this  amount  is  debited  to 
Item  14  as  an  expense  of  the  next  period. 

15.  Total  Selling  Expense  is  the  sum  of  Items  13  and  14. 

16.  DELIVERY  EXPENSE. 

Debits: 

Wages  of  drivers  and  their  assistants. 

Hay  and  feed;  horse-shoeing. 

Gasoline;  automobile  licenses. 

Oil  and  grease. 

Repairs,  taxes,   insurance,   and  depreciation  of 

delivery  equipment. 
Rent  of  stable  or  garage,  whether  owned  or  leased. 
Express;     parcel     postage;     contract     delivery 
service. 
This  account  is  debited  with  all  expense  incurred  by  the 
retailer  in  delivering  merchandise  to  customers. 
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When  the  stable  or  garage  is  owned,  the  amount  debited  to 
this  account  for  rent  is  the  amount  for  which  it  could  be 
leased.  The  amount  debited  here  as  rent  for  owned  stable 
or  garage  is  credited  to  Interest  and  Rentals  Earned  (Item  37). 
This  method  of  accounting  for  rent  of  owned  stable  or  garage 
shows  just  what  the  delivery  expense  amounts  to  and  makes 
it  possible  to  compare  the  figures  of  retailers  who  own  their 
stable  or  garage  with  the  figures  of  those  who  lease  them. 

17.  BUYING  EXPENSE. 

Debits: 

Salaries  of  buyers. 

Part  of  salary  of  proprietor,  partner,  or  manager 

proportionate  to  time  spent  in  buying. 
Travelling  expense  of  buying  trips. 
Every  hardware  retailer  has  buying  expense,  whether  or 
not  he  recognizes  it.  The  value  of  the  time  which  he  spends 
in  giving  orders  to  travelling  salesmen,  in  making  out  mail 
orders,  in  inspecting  samples,  and  in  going  to  market,  is  a 
buying  expense.  If  an  unnecessarily  large  portion  of  his  time 
is  spent  in  buying,  his  buying  expense  is  too  high.  It  is  worth 
while  for  the  proprietor  to  make  a  separate  charge  for  buying 
expense  as  a  check  upon  the  use  that  he  makes  of  his  own  time. 

Management  Expense. 

18.  MANAGEMENT  AND  OFFICE  SALARIES. 

Debits: 

Part  of  salary  of  proprietor,  partner,  or  manager 
proportionate  to  time  given  to  the  manage- 
ment of  the  business. 
Wages  of  cashier,  bookkeepers,  office  clerks,  and 

stenographers. 
Auditor's  fees. 
The  value  of  the  time  of  the  proprietor  or  partners  that  is 
spent  in  the  general  supervision  and  direction  of  the  business 
is  debited  to  this  account. 
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19.   OFFICE  SUPPLIES  AND  POSTAGE. 

Debits: 

Account  books  and  forms;  stock  books. 

Stationery. 

Postage  stamps;  stamped  envelopes;  postal  cards. 

Typewriter  supplies. 

Other  office  supplies. 

20.  Total  Management  Expense  is  the  sum  of  Items  18  and 
19. 

Fixed  Charges  and  Upkeep  Expense. 

21.  INTEREST  ON  CAPITAL  —  BORROWED. 

Debits: 

Interest  paid  on  borrowed  money. 
Interest  on  notes  and  accounts  payable. 

The  debits  to  this  account  are,  of  course,  only  for  money 
borrowed  or  debts  incurred  for  the  retail  hardware  business 
as  such.  Interest  on  money  borrowed  for  other  purposes  is 
not  debited  to  this  account;  interest  on  mortgage  on  real 
estate,  though  used  for  the  store,  is  not  debited  to  this  ac- 
count but  to  Item  37.  Cash  discounts  taken  are  not  ac- 
counted for  here,  but  in  Item  8. 

22.  INTEREST  ON  CAPITAL  —  OWNED. 

Debits: 

Interest   on  net  investment,   exclusive  of  real 
estate. 
Every  business  should  yield  the  owner  interest  at  a  fair  rate 
on  the  capital  which  he  has  invested.    This  interest  charge 
should  be  reckoned  as  an  item  of  expense.    The  net  invest- 
ment on  which  interest  is  charged  excludes  real  estate  because 
the  charge  for  the  use  of  real  estate  is  made  to  Rent  (Item  24) . 
The  average  net  investment  on  which  interest  is  charged 
here  is  the  average  net  worth  of  the  business  for  the  period, 
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not  including  real  estate.  The  net  investment  is  the  sum  of 
the  assets  (not  including  real  estate)  less  the  sum  of  the 
liabilities  to  outsiders  (not  including  capital  stock  or  surplus 
of  a  corporation,  or  undivided  profits).  The  assets  include 
cash,  merchandise  on  hand,  equipment  at  depreciated  value, 
notes  and  accounts  receivable,  and  prepayments  such  as  pre- 
paid insurance.  Good-will  is  not  included,  unless  purchased 
outright.  The  liabiUties  include  notes  and  accounts  payable 
and  accrued  items  such  as  unpaid  taxes  (not  mortgage  on 
real  estate). 

A  corporation  determines  its  net  investment  in  the  same 
way  as  a  proprietorship  or  a  partnership,  irrespective  of  the 
amount  of  capital  stock  issued.  The  capital  stock  authorized 
may  or  may  not  equal  the  net  investment;  hence  the  net 
investment  must  be  determined  independently. 

The  rate  of  interest  to  be  used  in  calculating  the  amount  to 
be  debited  to  Item  22  is  the  ordinary  rate  on  long  time, 
reasonably  secure  investments  in  the  locality  in  which  the 
business  is  situated. 

This  account  (Item  22)  is  credited  with  interest  received  on 
bank  balances.  The  balance  of  the  account  is  the  entry  on 
the  Profit  and  Loss  Statement  for  Interest  on  Capital- 
Owned. 

All  the  amounts  which  are  debited  to  this  account  are 
credited  to  Interest  and  Rentals  Earned  (Item  37). 

23.  Total  Interest  is  the  sum  of  Items  21  and  22. 

Owing  to  different  methods  of  financing  retail  hardware 
businesses,  this  total  interest  item  will  be  more  significant 
for  making  comparisons  than  either  of  the  two  preceding 
items.  In  businesses  that  borrow  heavily.  Item  21  is  large; 
in  businesses  that  use  chiefly  their  own  capital,  Item  22  is 
large.  The  sum  of  the  two  interest  items,  however,  should 
be  about  the  same  percentage  of  net  sales  for  hardware  re- 
tailers in  the  same  territory. 
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24.  RENT. 

Debits: 

Rent  of  store,  whether  owned  or  leased. 
Storage  fees. 

Just  as  the  business  is  charged  with  salary  of  proprietor  or 
partners  and  with  interest  on  owned  capital,  it  is  charged  with 
rent  when  the  store  is  owned.  The  amount  debited  to  this 
account  should  be  the  amount  for  which  the  store  could  be 
leased.  It  is  an  expense  which  the  business  fairly  should  bear. 
By  including  rent  in  expense  whether  the  store  is  owned  or 
leased,  every  business  is  placed  upon  the  same  footing  for 
making  comparisons. 

The  amount  debited  to  Item  24  for  rent  of  owned  store  is 
credited  to  Interest  and  Rentals  Earned  (Item  37).  If  the 
store  were  leased,  insurance,  taxes,  and  repairs  on  the  build- 
ing would  be  paid  by  the  landlord  and  covered  by  the  rental 
charge;  hence,  when  the  store  is  owned,  these  charges  are 
debited  to  Interest  and  Rentals  Earned  (Item  37). 

When  part  of  the  building  is  sub-leased,  Item  24  is  debited 
with  the  rent  paid  for  the  property  as  a  whole,  and  credited 
with  the  amount  received  for  the  part  sub-leased.  The  debit 
balance  of  Item  24,  which  is  the  net  rental  paid,  is  the  expense 
which  the  retail  hardware  business  incurs  for  rent. 

As  is  explained  on  page  15,  rent  on  stable  or  garage,  whether 
owned  or  leased,  is  debited  to  Item  16,  not  to  Item  24. 

26.  HEAT,  LIGHT,  AND  POWER. 

Debits: 
Fuel. 
Light. 

Power  used  in  store. 
Heating,  lighting,  and  power  supplies. 

Expense  for  power  for  motor  trucks  is  not  debited  to  Item 
25  but  to  Delivery  Expense  (Item  16). 
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26.  TAXES. 

Debits: 

Taxes  on  stock  and  equipment. 
Taxes  on  volume  of  business. 
Local  licenses. 

Federal  revenue  taxes  (except  income  and  excess 
profits  taxes). 

Taxes  on  real  estate  are  not  debited  to  this  account,  but  to 
Interest  and  Rentals  Earned  (Item  37). 

27.  INSURANCE. 

Debits: 

Fire  insurance  on  stock  and  equipment  (not  on 

building). 
Employers'  liability  insurance. 
Casualty  insurance. 
Bonding  of  employees. 
Burglary  insurance. 
Insurance  not  otherwise  provided  for. 

Insurance  on  delivery  equipment  is  debited  to  Item  16; 
insurance  on  owned  building  is  debited  to  Item  37;  and  in- 
surance on  lives  of  partners,  when  the  policies  are  payable  to 
the  business,  is  debited  to  Item  31. 

Insurance  paid  up  for  a  period  longer  than  that  covered  by 
the  Profit  and  Loss  Statement  is  prorated  to  each  statement; 
for  a  three-year  policy,  purchased  at  the  beginning  of  the 
year,  one-third  of  the  premium  is  debited  to  expense  each 
year  —  the  remainder  being  an  asset,  as  "  Prepaid  Insur- 
ance," on  the  balance  sheet  at  the  end  of  the  first  year. 

The  account  which  is  credited  with  the  indemnity  received 
from  insurance  companies  for  losses  sustained  depends  upon 
the  nature  of  the  loss;  an  indemnity  for  damage  to  equip- 
ment by  fire  is  credited  to  the  equipment  account;  an  in- 
demnity received  on  life  insurance  policies  payable  to  the 
business  is  credited  to  Sundry  Revenue  (Net)  (Item  36). 
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28.  REPAIRS  OF  STORE  EQUIPMENT. 

Debits: 

Repairs  of  fixtures,  furniture,  and  other  store 
equipment. 

Repairs  of  delivery  equipment  are  debited  to  Item  16,  not 
to  Item  28. 

29.  DEPRECIATION  OF  STORE  EQUIPMENT. 

Debits: 

Fair  estimate  of  loss  in  value  of  fixtures,  furniture, 
and  other  store  equipment. 
As  equipment  grows  older  it  becomes  less  valuable.  This 
loss  jn  value  is  one  of  the  operating  expenses  which  must  be 
accounted  for.  The  probable  life  of  the  equipment  should  be 
carefully  estimated  and  the  original  cost  divided  by  the  num- 
ber of  years  which  it  is  expected  that  the  equipment  will  be 
serviceable.  This  shows  the  average  amount  of  yearly  de- 
preciation which  is  to  be  debited  to  this  account.  Thus  if  the 
cost  of  the  store  equipment  is  $1319.85  and  it  is  estimated 
that  it  will  last  for  ten  years,  $131.99  is  debited  to  this  ac- 
count each  year.  As  additional  equipment  is  purchased, 
similar  provision  for  its  depreciation  is  made. 

30.  Total  Fixed  Charges  and  Upkeep  Expense  is  the  sum 
of  Items  23-29. 

31.  MISCELLANEOUS  EXPENSE. 

Debits: 

Telephone;  telegraph. 

Dues  in  trade  associations. 

Periodical  subscriptions. 

Collection  expense;  credit  agency  subscriptions. 

Contributions  to  charity. 

Janitor  service. 

Water. 
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Premiums  on  life  insurance  policies  payable  to  the 

business. 
All  expense  not  otherwise  provided  for. 

32.  LOSSES  FROM  BAD  DEBTS. 

Debits: 

Losses  from  debts  owed  by  customers. 

This  account  is  debited  with  the  losses  which  the  business 
sustains  from  the  failure  of  customers  to  pay  their  bills.  Any 
collections  that  are  subsequently  made  on  accounts  previ- 
ously charged  off  as  bad  debts  are  credited  to  this  account. 

33.  Total  Expense  is  the  sum  of  Items  13-32. 

34.  Net  Profit  (or  Loss)  is  determined  by  subtracting 
Total  Expense  (Item  33)  from  Gross  Profit  (Item  12). 

Net  Gain  Statement. 

35.  WORKSHOP. 

Credits: 

Receipts  from  plumbing,  steam  fitting,  and  tin- 
smithing  work. 
Receipts  from  repair  work,  sharpening  tools,  etc. 

Debits: 

Materials  and  supplies  used  by  workshop. 

Wages  of  workshop  force  including  part  of  the 
wages  of  salesforce  or  other  employees  giving 
part  of  their  time  to  shop  work. 

Repairs  and  depreciation  of  materials  and  tools 
used  by  workshop  employees. 

The  balance  of  this  account,  the  net  profit  (or  loss)  of  the 
workshop,  is  entered  under  Item  35  on  the  Profit  and  Loss 
Statement. 
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36.  SUNDRY  REVENUE   (NET). 

Credits: 

Sales  of  boxes  and  packing  cases. 

Incidental  receipts. 

Net  profit  from  wholesale  or  other  departments 

not   strictly   a   part   of   the   retail   hardware 

business. 
Debits: 

Incidental  losses. 

Net  loss  from  wholesale  or  other  departments  not 

strictly  a  part  of  the  retail  hardware  business. 

37.  INTEREST  AND  RENTALS  EARNED. 

Credits: 

Interest  on  capital  owned. 

Rent  of  owned  store. 

Rent  of  owned  stable  or  garage. 

Debits: 

Insurance  and  taxes  on  owned  real  estate. 
Repairs  and  depreciation  on  owned  real  estate. 
Interest  on  mortgage  on  real  estate. 

This  account  is  really  a  proprietorship  account  for  the 
business.  It  is  credited  with  the  earnings  of  the  capital  (in- 
terest) and  of  the  real  estate  owned  (rent)  used  in  the  retail 
hardware  business.  This  account  is  credited  with  all  debits 
to  Interest  on  Capital  —  Owned  (Item  22) ;  the  debits  to 
Rent  (Item  24),  if  the  store  is  owned;  and  with  the  amount 
debited  to  Delivery  Expense  (Item  16)  for  rent  of  stable  or 
garage,  when  owned. 

This  account  is  debited  with  insurance  and  taxes  on  owned 
real  estate,  with  interest  on  mortgage  on  owned  real  estate, 
and  with  repairs  and  depreciation  on  owned  real  estate. 
These  debits  are  expenses  for  the  proprietor  of  the  real  estate 
as  landlord  but  not  operating  expenses  of  the  retail  hardware 
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store.    They  are  covered  by  the  ''  rent  "  debited  to  Items  16 
and  24  and  credited  to  this  account,  Item  37. 

38.  Total  Net  Gain  (or  Loss)  is  the  sum  of  Net  Profit  (or 
Loss)  (Item  34),  and  the  balances  of  Workshop  (Item  35),  of 
Sundry  Revenue  (Net)  (Item  36),  and  of  Interest  and  Rentals 
Earned  (Item  37).  Total  Net  Gain  is  the  final  figure  of  in- 
come out  of  which  income  taxes  are  paid;  distributions  are 
made  to  stockholders,  partners,  or  proprietors;  or  additions 
are  made  to  surplus.  It  does  not  include  the  salaries  included 
in  expense,  which  are  credited  directly  to  the  partner's  or 
proprietor's  salary  account. 

39.  INCOME  AND  EXCESS  PROFITS  TAXES. 

Debits: 

Federal  and  state  taxes  levied  on  the  net  income 
of  the  business. 
Unlike  taxes  on  the  property  of  a  corporation,  income  and 
excess  profits  taxes  are  not  included  in  expense  but  deducted 
from  the  net  gain  of  the  business. 

40.  DIVIDENDS    (Coq)oration),    SHAKINGS    (Partnership),    OR 

WITHDRAWALS   (Proprietorship). 
Credits: 

Dividends  declared,  or 

Partners'  sharings  awarded  (not  including  sal- 
aries), or 
Proprietor's  intended  withdrawals  (not  including 
salary). 
Debits: 

Payment  of  dividends,  or 

Partners'  withdrawals  (not  including  salaries),  or 

Proprietor's  withdrawals  (not  including  salary). 

41.  Surplus  (or  Deficit)  for  the  Period  is  the  portion  of 
Total  Net  Gain  {or  Loss)  (Item  38)  remaining  after  Income 
and  Excess  Profits  Taxes  (Item  39)  and  Dividends,  Sharings, 
or  Withdrawals  (Item  40)  have  been  deducted. 
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WHOLESALE  DEPARTMENT 

Some  hardware  retailers  also  do  a  wholesale  business.  These 
retailers  carry  contractors',  builders',  tanners',  manufac- 
turers', or  other  supplies  according  to  the  demand  of  their 
trade.  These  supplies  are  usually  sold  in  rather  large  quan- 
tities at  wholesale  prices. 

When  a  hardware  retailer  does  considerable  wholesale 
business,  separate  accounts  should  be  kept  for  that  depart- 
ment similar  to  the  accounts  carried  for  the  retail  department. 
These  accounts  should  show  sales,  inventory,  purchases, 
operating  expenses,  and  profit  for  the  department.  In  de- 
termining the  operating  expenses  a  proper  share  of  salaries, 
delivery  expense,  rent  and  other  overhead  charges,  and  in- 
terest is  of  course  to  be  included.  At  the  end  of  the  year  the 
net  profit  of  the  wholesale  department  is  entered  on  the  Profit 
and  Loss  Statement  for  hardware  retailers  under  Sundry 
Revenue  (Net)  (Item  36).  By  accounting  for  the  wholesale 
department  separately  the  retailer  can  determine  whether  or 
not  it  is  profitable  for  him  to  continue  to  cater  to  this  trade. 


PART  II 

ASSETS  AND  LIABILITIES  ACCOUNTS 

The  accounts  for  which  reports  are  made  on  the  Profit  and 
Loss  Statement  show  the  results  of  the  operation  of  the  busi- 
ness over  a  year  or  other  definite  period  of  time.  They  pro- 
vide the  figures  which  the  Bureau  is  collecting.  The  assets 
and  liabilities  accounts,  on  the  other  hand,  show  the  con- 
dition of  the  business  at  a  definite  date;  from  these  accounts 
its  net  worth  is  determined.  The  Bureau  is  not  collecting 
figures  on  assets  and  liabilities,  but  an  explanation  of  the  as- 
sets and  liabilities  accounts  is  given  here  not  only  to  provide 
the  outline  of  a  complete  bookkeeping  system,  but  because 
operating  figures  and  figures  to  show  condition  are  so  closely 
related  that  any  error  in  one  set  is  likely  to  be  reflected  in  the 
other. 

Assets. 

CASH. 

Balance  of  cash  on  hand,  in  the  store  and  in  the 
bank. 
This  account  is  debited  with  cash  receipts  from  all  sources. 
It  is  credited  with  all  cash  expenditures,  and  losses  of  cash  by 
theft  or  errors  in  making  change. 

MERCHANDISE  ON  HAND. 

This  is   Net  Inventory  of  Merchandise  at  End  of  Period 
(Item  10)  on  the  Profit  and  Loss  Statement  (see  page  9). 

ACCOUNTS  RECEIVABLE. 

Balance  of  charge  accounts  owed  to  the  business. 
This  account  is  debited  with  sales  on  charge  accounts.    It 
is  credited  with  cash  received  on  charge  accounts,  with  credits 
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given  to  customers  for  allowances  and  for  merchandise  re- 
turned, and  with  bad  debts.  When  a  customer's  account  is 
closed  by  his  giving  a  note,  the  amount  of  the  note  is  credited 
to  this  account  and  debited  to  Notes  Receivable. 

The  balance  of  Accounts  Receivable  must  agree  with  the 
sum  of  the  balances  of  customers'  accounts. 

The  amounts  entered  to  this  account  as  credits  to  custo- 
mers for  merchandise  returned  or  for  allowances  are  debited 
to  Returns  and  Allowances  (Item  2).  The  amount  credited 
to  this  account  for  bad  debts  is  debited  to  Losses  from  Bad 
Debts  (Item  32). 

NOTES  RECEIVABLE. 

Balance  owed  to  the  business  on  notes. 
This  account  is  debited  with  notes  given  to  the  business. 
It  is  credited  with  payment  on  notes  given  to  the  business. 

EQUIPMENT. 

Net  value  of  equipment  (after  deducting  deprecia- 
tion). 

This  account  is  debited  with  store  equipment  purchased; 
freight,  express,  and  cartage  on  store  equipment  purchased; 
delivery  equipment  purchased;  transportation  charges  on 
dehvery  equipment  purchased.  It  is  credited  with  deprecia- 
tion of  store  equipment,  depreciation  of  delivery  equipment, 
and  thefts  of  equipment. 

When  the  business  is  started  an  account  is  opened  for 
Equipment.  This  account  is  debited  with  the  cost  of  the 
fixtures  and  other  equipment,  including  transportation 
charges.  When  additional  fixtures  are  purchased,  to  increase 
the  total  amount,  they  are  debited  to  this  account,  but  when 
new  articles  are  bought  to  replace  old  articles  that  have  not 
been  depreciated  on  the  books,  the  old  should  be  depreciated 
by  a  charge  to  Item  29,  before  the  new  are  charged.  If 
equipment  is  sold,  the  amount  received  is  credited  to  this 
account.    If  equipment  is  lost  or  destroyed  and  not  replaced, 
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the  value  at  which  such  equipment  stands  on  the  books  is 
credited  to  the  equipment  account  and  debited  to  Miscellane- 
ous Expense  (Item  31). 

The  amount  which  is  credited  to  this  account  at  inventory 
time  for  depreciation  of  store  equipment  is  the  amount 
debited  to  Depreciation  of  Store  Equipment  (Item  29) .  The 
amount  credited  here  for  depreciation  of  delivery  equipment 
is  debited  to  Delivery  Expense  (Item  16). 

It  is  often  desirable  to  divide  the  equipment  account  into 
"  Store  Equipment  "  and  "  Delivery  Equipment." 

REAL  ESTATE. 

Net  cost  of  real  estate. 

This  account  is  debited  with  cost  of  real  estate.  It  is 
credited  with  receipts  from  sale  of  real  estate,  at  cost  price. 
Any  balance  of  gain  or  loss  is  carried  to  General  Surplus  or 
Undivided  Profits  —  not  to  Item  41  —  which  is  for  this  year 
only. 

OTHER  ASSETS. 

In  some  instances  other  asset  accounts  are  used,  such  as 
Prepaid  Insurance,  but  the  above  asset  accounts  will  meet 
the  needs  of  a  large  majority  of  retail  hardware  stores. 

Liabilities. 

ACCOUNTS  PAYABLE. 

Balance  of  accounts  owed  by  the  business. 

This  account  is  credited,  at  billed  cost,  with  the  credit 
purchases  of  merchandise.  It  is  debited  with  cash  paid  on 
account,  with  cash  discounts  taken  on  credit  purchases  of 
merchandise,  and  with  credit  allowed  by  wholesalers  and 
manufacturers  for  merchandise  returned  or  allowances 
granted. 

The  amounts  credited  to  this  account  for  credit  purchases 
of  merchandise  are  debits  to  Purchases  of  Merchandise  at 
Billed  Cost  (Item  5).    The  amounts  debited  to  this  account 
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for  cash  discounts  taken  on  credit  purchases  of  merchandise 
are  credited  to  Cash  Discounts  Taken  (Item  8) .  The  amounts 
debited  here  for  credit  allowed  by  wholesalers  and  manu- 
facturers for  merchandise  returned  or  allowances  made  are 
credited  to  Purchases  of  Merchandise  at  Billed  Cost  (Item  5). 

When  a  note  is  given  to  a  creditor  Accounts  Payable  is 
credited  and  Notes  Payable  debited  with  the  amount  of  the 
note. 

The  balance  of  Accounts  Payable  must  agree  with  the  sum 
of  the  balances  of  creditors'  accounts. 

NOTES  PAYABLE. 

Balance  of  notes  and  accepted  drafts  outstanding 

against  the  business. 

This  account  is  credited  with  notes  given  to  creditors,  or 

drafts  accepted  in  their  favor.    It  is  debited  with  payments 

on  notes  given  or  drafts  accepted,  but  not  with  interest, 

which  goes  to  Item  21. 

MORTGAGES  PAYABLE. 

Balance  owed  by  the  business  on  mortgages  given. 

This  account  is  credited  with  mortgages  given  on  real 
estate.  It  is  debited  with  payments  on  mortgages,  but  not 
with  interest,  which  goes  to  Item  37. 

OTHER  LIABILITIES. 
If  the  business  is  incorporated,  a  liability  account  for  bonds 
may  be  needed.  In  some  instances  accounts  for  such  items 
as  accrued  taxes  are  necessary.  Capital  stock,  reserves,  sur- 
plus, undivided  profits,  dividends  declared  and  not  paid, 
undrawn  salaries  and  partners'  sharings,  etc.,  are  always 
reported,  for  balancing  purposes,  on  the  liability  side  of  the 
statement,  though  many  of  them  are  liabilities  only  in  a 
figurative  sense. 
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NET  WORTH. 

The  net  worth  of  the  business  is  the  sum  of  the  assets  less 
the  sum  of  the  liabilities  (including  dividends  declared  but 
not  paid  and  reserves,  but  not  including  accounts  represent- 
ing undivided  proprietorship  —  like  capital  stock,  surplus, 
and  undivided  profits) . 
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BOOKKEEPING  METHODS 

Since  the  double-entry  method  of  bookkeeping  provides  a 
check  upon  the  accuracy  of  the  accounts,  the  Bureau  urges  its 
use.  It  is  recommended  that  at  least  three  books  be  kept  — 
the  Cash  Book,  the  Journal,  and  the  Ledger.  If  the  business 
is  large  enough  to  warrant  it,  special  ledgers  may  be  used  — 
a  Sales  Ledger  for  Accounts  Receivable  and  a  Purchase 
Ledger  for  Accounts  Payable. 

The  Cash  Book  and  the  Journal  are  the  two  books  of  origi- 
nal entry.  The  Cash  Book  contains  all  transactions  involving 
cash  and  in  the  Journal  all  other  transactions  are  recorded. 
If  a  special  column  Cash  Book  is  used,  columns  are  provided 
for  the  various  kinds  of  receipts  and  expenditures  (such  as: 
—  Cash  Sales,  Received  on  Accounts,  Other  Receipts,  Cash 
Purchases  of  Merchandise,  Freight,  Paid  on  Accounts,  Other 
Expenditures);  totals  are  taken  once  a  month  and  postings 
made  at  that  time  to  the  accounts  in  the  Ledger. 

Prom  the  following  illustrations,  showing  all  necessary 
ledger  accounts,  a  retailer  can  see  how  those  who  use  this 
system  open  and  close  their  books.  The  entries  here  shown 
are  totals  for  the  period.  In  actual  practice  the  accounts 
would  be  made  up  of  many  entries.  It  will  be  observed  that 
all  of  the  expense  accounts  appearing  on  the  Profit  and  Loss 
Statement  are  closed  in  the  Ledger  at  the  end  of  the  year  to 
Total  Expense.  Total  Expense  is  closed  to  Loss  and  Gain. 
The  balances  necessary  for  closing  these  accounts  are  used 
in  drawing  off  the  accompanying  Profit  and  Loss  Statement. 
For  closing  purposes  the  property  accounts  are  balanced  and 
the  balances  brought  down  as  opening  debits  or  credits  for 
the  ensuing  year.  From  these  debits  and  credits  the  Balance 
Sheet  is  made  up. 
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SYSTEM  OF 
OPERATING  ACCOUNTS  FOR  HARDWARE  RETAILERS 

PROFIT  AND  LOSS  STATEMENT 

for  period  extending  from  January  1,  1917,  to  December  31,  1917 


Per— 

rchandise  Statement  centage 

GROSS  SALES $47,675.48 

2  RETURNS  AND  ALLOWANCES 203.12 

NetSales $47,372.36    100% 

4  NET  INVENTORY  OF  MDSE.  AT  BEGINNING  OF 

PERIOD $14,966.16 

6  PURCHASES  OF  MDSE.  AT  BILLED  COST  .  . .        33,613.28 
6  INWARD  FREIGHT  AND  CARTAGE 1,045.03 

7  Sum  of  Items  4,  5,  and  6 $49,624.47 

8  CASH  DISCOUNTS  TAKEN 718.25 

9  Item  7  less  Item  8 $48,906.22 

10  NET  INVENTORY  OF  MDSE.  AT  END  OF  PERIOD  17,019.33 

Cost  of  Merchandise  Sold 31,886.89     67.4 

Gross  Profit $15,485.47     32j6 

ense  Statement 

13  WAGES  OF  SALESFORCE  (Inc.  h  Prop's  Salary) .       $4,650.22  9.80 

14  OTHER  SELLING  EXPENSE 246.80  0.52 

I      15  Total  Selling  Expense $4,897.02  10.32 

16  DELIVERY  EXPENSE 952.61  2.01 

17  BUYING  EXPENSE  (|  Prop's  Salary) 173.00  0.36 

j  18  MANAGEMENT      AND       OFFICE       SALARIES 

S         (I  Prop's  Salary)   $347.00                                                     0.73 

|»  OFFICE  SUPPLIES  AND  POSTAGE 67.21                                                    0.14 

j       20  Total  Management  Expense 414.21                              0.87 

21  INTEREST  ON  CAPITAL  —  BORROWED  $90.00  0.19 

;  22  INTEREST  ON  CAPITAL  —  OWNED. . .   1,149.43  2.42 

j      23  Total  Interest $1,239.43                                                     2.61 

1 24  RENT 1,440.00                                                     3.05 

j26  HEAT,  LIGHT,  AND  POWER 422.50                                                    0.89 

26  TAXES  (Except  on  buildings) 62.51                                                    0.13 

27  INSURANCE  (Except  on  buildings) 42.64                                                    0.09 

28  REPAIRS  OF  STORE  EQUIPMENT 50.10                                                    0.10 

129  DEPRECIATION  OF  STORE  EQUIPMENT 131.99                                                    0.27 

I      30  Total  Fixed  Charges  and  Upkeep  Expense 3,389.17                              7.14 

j  Jl  MISCELLANEOUS  EXPENSE 462.81                              0  98 

;J2  LOSSES  FROM  BAD  DEBTS.... 367.53                              0.77 

;|  Total  Expense 10,656.35     22.45 

I  Net  Profit  (or  Loss) $4,829.12     10.20 

':  Gain  Statement 

J5  WORKSHOP $112.40 

J6  SUNDRY  REVENUE  (Net) 30.26 

J7  INTEREST  AND  RENTALS  EARNED 1,149.43         1,292.09 

Total  Net  Gain  (or  Loss) $6,121.21 

J9  INCOME  AND  EXCESS  PROFITS  TAXES 

to  DIVIDENDS  (Corporation),  SHARINGS  (Partner- 
ship), OR  WITHDRAWALS  (Proprietorship) ... 

Surplus  (or  Deficit)  for  the  Period .............. 

(Stock-turn  2.0  times  annually) 
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RECORD  SHEETS 

The  following  record  sheets  —  daily,  monthly,  and  yearly 
—  can  be  used  by  the  hardware  retailer  who  does  not  care  to 
keep  double-entry  books.  In  addition  to  these  sheets,  the 
retailer  will,  of  course,  have  records  of  his  purchases  and  of 
his  customers'  accounts. 

On  the  Daily  Record  Sheet,  the  individual  cash  transac- 
tions of  each  day  are  recorded.  This  sheet  is  a  substitute  for 
a  cash  book  and  is  recommended  only  for  those  retailers  who 
strongly  prefer  it  to  an  ordinary  cash  book.  On  the  Monthly 
Record  Sheet,  the  entries  of  the  daily  sheet  are  summarized 
day  by  day.  There  is  a  line  for  each  day  in  the  month,  with 
a  separate  column  for  each  item  under  Cash  Received,  Cash 
Paid  Out,  Accounts  Receivable,  Accounts  Payable,  Equip- 
ment, Expense,  and  all  the  other  accounts.  At  the  end  of 
the  month  the  totals  of  the  columns  give  the  results  of  the 
month's  business. 

The  monthly  totals  on  the  Monthly  Record  Sheet  are 
entered  at  the  close  of  the  month  on  the  Yearly  Record  Sheet 
which  has  one  column  for  each  of  the  twelve  months,  and  a 
final  column  for  yearly  totals.  One  of  the  special  features  of 
this  sheet  is  that  it  makes  it  easy  to  compare  every  item 
month  by  month. 

Daily  Record  Sheet 

On  the  Daily  Record  Sheet  cash  received  and  cash  paid  out 
are  entered,  one  sheet  being  used  for  each  day.  The  left- 
hand  side  of  the  sheet  is  used  for  entering  cash  received,  the 
right-hand  side  for  cash  paid  out,  and  the  balance  of  cash 
on  hand  is  recorded  at  the  bottom.  Under  Cash  Received, 
entries  are  made  for  each  item  of  cash  received  except  cash 
sales  of  merchandise  which  are  entered  as  a  total  at  the  end 
of  the  day. 
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Thus  if  a  customer  settles  his  bill  by  sending  a  check,  on 
the  first  line,  under  Cash  Received,  the  customer's  name  is 
written  and  the  amount  received  is  entered  in  the  On  Ac- 
counts column.  Another  customer  pays  his  bill  in  cash.  On 
the  next  line  his  name  and  the  amount  are  similarly  entered. 
If  the  proprietor  takes  merchandise  from  the  store  for  per- 
sonal use  it  is  recorded  on  the  next  line  and  the  amount  is  also 
entered  in  the  On  Accounts  column.  Perhaps  some  waste 
paper  has  accumulated  and  is  sold  to  a  junk  man;  then  on 
the  fourth  line  is  entered  "  Waste  paper  "  and  in  the  column 
headed  Other,  the  amount  received.  In  this  column  for  Other 
receipts  is  entered  the  amount  received  for  equipment  sold, 
for  workshop  receipts,  and  for  sundry  receipts.  Each  item 
is  specified  so  that  the  individual  entries  included  in  this 
Other  column  can  be  transferred  to  the  proper  column  on  the 
Monthly  Record  Sheet.  At  the  end  of  the  day  each  of  these 
columns  is  totaled. 

Total  cash  sales  as  shown  by  the  cash  register,  cash  sales 
slips,  or  other  means,  is  entered  on  the  next  to  the  bottom 
line  of  this  part  of  the  sheet,  as  designated. 

The  sum  of  Total  "  other  "  cash  received,  Total  cash  received 
on  accounts,  and  Total  cash  sales  is  the  Total  cash  received  for 
the  day. 

The  entries  of  transactions  with  individual  customers 
shown  on  the  Daily  Record  Sheet  are  the  original  records 
from  which  the  customers'  accounts  are  made  up. 

During  the  day  money  is  paid  out  for  expenses,  on  ac- 
counts, and  for  various  items.  The  record  of  the  money  paid 
out  is  entered  on  the  right-hand  side  of  the  Daily  Record 
Sheet.  To  illustrate:  A  check  is  sent  to  a  wholesaler  in 
settlement  of  an  account.  On  the  first  line  under  Cash  Paid 
Out  the  wholesaler's  name  is  written  and  the  amount  paid  is 
entered  in  the  column  headed  On  Accounts.  The  amount  of 
the  cash  discount  taken  on  the  bill  is  entered  in  parenthesis 
after  the  wholesaler's  name.    Later  in  the  day  a  check  is  sent 
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DAILY  RECORD  SHEET 

Date: 

CASH  RECEIVED 

CASH  PAID  OUT                               j 

On  Ac- 
counts 

Other 

Ex- 
pense 

On  Ac- 
counts 

1 

Othei* 

Total  "  other  "  cash  received 

Total  "other"  cash  paid  out 

Total  cash  received  on  accounts 

Total  cash  paid  on  accounts 

Total  cash  sales 

Total  cash  paid  for  expense 

1 

Total  cash  received  (today) 

Total  cash  paid  out  (today) 

1 

Cash  balance  at  beginning  of  day          (Bank  $          Store  $ 

) 

i 

Total  cash  received  (today) 

Total  cash  to  be  accounted  for 

Total  cash  paid  out  (today) 

Cash  balance  at  end  of  day                    (Bank  $          Store  $          ] 

Total  cash  accounted  for 
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for  the  rent.    On  the  second  line  is  entered  ''  Rent,"  and  the 
amount  goes  in  the  column  headed  Expense.    Then  a  tele- 
phone bill  is  paid.    On  the  third  Hne  is  written  ''  Telephone/' 
and  the  amount  is  entered  in  the  Expense  column.    In  the 
afternoon  the  expressman  deUvers   incoming  merchandise 
which  has  been  sent  on  a  special  order.    This  express  charge 
is  paid  for  in  cash.    Since  this  is  not  an  expense,  but  a  part  of 
the  cost  of  merchandise,  the  entry  on  the  fourth  Hne  reads 
''  Freight  on  incoming  merchandise,"   and  the  amount  is 
entered  in  the  column  headed  Other.    Under  Cash  Paid  Out 
in  the  column  for  Other  are  entered  the  amounts  paid  for 
equipment,  for  labor  and  materials  in  the  workshop,  and  for 
sundry  expenses.    Each  item  is  specified  so  that  the  individual 
entries  included  in  this  Other  column  can  be  transferred  to 
their  proper  columns  on  the  Monthly  Record  Sheet.     The 
explanation  of  accounts  given  in  the  first  part  of  this  bulletin, 
and  the  index,  indicate  under  what  heading  each  item  is 
entered. 

The  sum  of  Total  "  other  "  cash  paid  out,  Total  cash  paid 
on  accounts,  and  Total  cash  paid  for  expense  is  the  Total  cash 
paid  out  for  the  day. 

'  The  entries  of  transactions  with  individual  creditors  shown 
on  the  Daily  Record  Sheet  are  the  original  records  from  which 
the  retailer  makes  up  the  record  of  his  purchases. 

At  the  bottom  of  this  Daily  Record  Sheet  is  entered  first 
the  amount  of  cash  on  hand  (in  the  bank  and  in  the  store)  at 
the  beginning  of  the  day.  On  the  next  Hne  is  entered  the 
total  cash  received  during  the  day  —  the  total  of  the  entries 
on  the  left-hand  side  of  the  sheet.  These  two  items  are  added 
and  the  sum  is  entered  on  the  next  line.  On  the  fourth  line 
is  entered  the  total  cash  paid  out  during  the  day  —  the  total 
of  the  entries  on  the  right-hand  side  of  the  sheet.  On  the 
next  line  is  entered  the  amount  of  cash  on  hand  (in  the  bank 
and  in  the  store)  at  the  end  of  the  day.  The  sum  of  these 
two  items,  which  is  entered  on  the  last  Hne,  should  check  with 
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the  Total  cash  to  he  accounted  for  already  entered  on  the 
thu-d  Une. 

Monthly  Record  Sheet 

For  making  entries  on  the  Monthly  Record  Sheet  the 
sheets  are  first  arranged  so  that  the  page  beginning  with  Cash 
Sales  faces  the  page  containing  the  Expense  items.  The  page 
beginning  with  Cash  Sales  is  on  the  left;  the  Expense  page 
on  the  right.  These  two  pages  provide  for  a  complete  record 
for  one  month.  Each  line  is  for  one  day  —  thus  the  first  line 
is  for  the  first  day  of  the  month  and  the  tenth  line  for  the 
tenth  day,  as  shown  by  the  numbers  in  the  Date  column. 
On  these  two  sheets  are  entered  all  receipts  and  expenditures 
that  have  been  made  during  the  month. 

The  daily  Cash  Sales  are  entered  in  column  A.  The 
amounts  received  on  accounts  are  entered  in  column  B  and 
cash  received  for  equipment,  for  workshop,  and  for  sundries 
is  entered  in  column  C.  These  are  totals  of  the  entries  on  the 
Daily  Record  Sheet.  Column  D,  the  sum  of  columns  A,  B, 
and  C,  is  the  total  cash  received  for  the  day. 

In  the  Cash  Paid  Out  section  entries  are  made  at  the  end 
of  each  day  from  records  on  the  Daily  Record  Sheet.  Column 
E  is  the  Total  cash  paid  for  expense  during  the  day,  as  shown 
on  the  Daily  Record  Sheet.  The  daily  total  of  Cash  Paid  On 
Accounts,  column  F,  is  also  shown  on  the  Daily  Record  Sheet. 
The  entries  for  the  other  columns  are  obtained  from  the  in- 
dividual entries  on  the  Daily  Record  Sheet.  A  separate  total 
is  worked  out  from  that  sheet  for  Cash  Allowances  to  be 
entered  in  column  G,  Inward  Freight  and  Cartage  in  column 
H,  and  Cash  Purchases  in  column  J.  Cash  paid  for  equip- 
ment, for  workshop  materials  and  labor,  and  for  sundry  ex- 
penditures listed  on  the  Daily  Record  Sheet  is  totaled  and 
entered  on  this  Monthly  Record  Sheet  in  column  K.  If  the 
retailer  owns  his  building  any  cash  expenditures  for  repairs 
to  the  building  or  insurance  and  taxes  on  the  building  can,  for 
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convenience,  be  entered  in  this  column.  They  would,  of 
course,  also  be  entered  in  column  36B  —  Sundry  Expendi- 
tures. As  is  explained  on  page  22  of  this  bulletin  these  are 
not  a  part  of  the  expense  of  the  retail  business.  The  sum  of 
columns  E  to  K,  the  total  cash  paid  out  for  the  day,  is  entered 
in  column  L.  Column  M  is  for  Cash  on  Hand,  shown  on  the 
next  to  the  last  line  of  the  Daily  Record  Sheet.  The  entry 
for  column  M  on  the  last  day  of  the  month  is  the  amount 
which  is  transferred  to  the  Yearly  Record  Sheet.  This 
column  of  course  shows  no  total. 

The  next  section  is  for  Accounts  Receivable  —  the  amount 
due  for  merchandise  sold  to  customers  on  account.  In 
column  N  the  amount  of  the  total  Charge  Sales  for  the  day, 
as  shown  by  the  charge  sales  slips,  or  credit  register,  is  en- 
tered. In  column  O  is  entered  Total  cash  received  on  accounts 
during  the  day,  as  shown  by  the  Daily  Record  Sheet.  This 
is  the  same  amount  that  is  entered  in  column  B.  The  total 
amount  of  credit  allowed  to  customers  for  merchandise  re- 
turned during  the  day  is  entered  in  column  P.  If  the  business 
is  strictly  cash,  columns  N,  O,  and  P  are  not  used. 

The  next  section  is  for  Accounts  Payable  —  the  amount 
owed  to  manufacturers  and  wholesalers  for  merchandise 
bought  on  account.  In  column  Q  the  total  Credit  Purchases 
are  entered  day  by  day.  The  amount  entered  in  column  Q 
is  the  daily  total  of  the  invoices  for  merchandise  received. 
When  a  manufacturer  or  wholesaler  gives  the  retailer  a  credit 
allowance  for  defective  merchandise,  the  amount  of  this  al- 
lowance is  entered  in  red  ink  under  Credit  Purchases,  column 
Q,  and  at  the  end  of  the  month  the  red  ink  entry  is  subtracted 
from  the  total  purchases.  If  it  should  happen  that  equipment 
is  purchased  on  credit,  the  amount  can  also  be  entered  in 
column  Q.  In  column  R  Total  cash  paid  on  accounts,  as  shown 
by  the  Daily  Record  Sheet,  is  entered.  This  is  the  same 
i  amount  that  is  entered  in  column  F.  Column  S  is  for  Cash 
Discounts  Taken.    The  amount  of  the  cash  discounts  taken 
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on  each  bill  is  entered  in  parenthesis  on  the  Daily  Record 
Sheet  after  the  name  of  the  creditor  to  whom  payment  is 
made.  The  total  cash  discounts  taken  during  any  one  day 
for  entry  on  the  Monthly  Record  Sheet  in  column  S,  is 
determined  from  the  Daily  Record  Sheet. 

The  last  column  is  for  Equipment.  Cash  paid  for  equip- 
ment, listed  on  the  Daily  Record  Sheet,  is  entered  in  column 
T.  This  amount  is  also  entered  under  cash  paid  out  for 
equipment,  column  K,  on  this  Monthly  Record  Sheet.  If 
equipment  is  purchased  on  credit  the  amount  is  entered  in 
column  T,  Equipment,  and  also  in  column  Q,  Credit  Pur- 
chases. If  any  equipment  is  sold  the  amount  received  for 
it  is  entered  in  red  ink  in  the  Equipment  column.  This 
red  ink  entry  is  deducted  at  the  end  of  the  nionth  from  the 
total  of  the  other  entries  in  the  Equipment  column.  This 
amount,  received  from  the  sale  of  equipment,  is  of  course 
also  entered  as  cash  received  in  column  C. 

The  right-hand  page  of  the  Monthly  Record  Sheet  provides 
columns,  numbered  to  agree  with  the  Yearly  Record  Sheet 
and  the  Profit  and  Loss  Statement,  for  itemized  expenses. 
Entries  in  these  columns  are  made  from  the  items  which  are 
listed  on  the  Daily  Record  Sheet  under  cash  paid  out  for 
expense.  The  sum  of  these  entries,  Total  cash  paid  for  expense, 
is  the  same  amount  that  is  entered  in  column  E.  For  example 
the  Daily  Record  Sheet  for  the  first  day  of  the  month  shows 
that  $30  was  paid  for  rent  and  $2  for  telephone.  Then  $30 
is  entered  on  the  first  line  in  column  24,  Rent,  and  $2  is 
entered  on  the  first  line  in  column  31,  Miscellaneous.  If 
this  is  the  only  expense  incurred  for  the  day,  these  are  the 
only  entries  for  the  day  on  this  side  of  the  Monthly  Record 
Sheet.  On  the  tenth  of  the  month,  to  give  another  example, 
the  Daily  Record  Sheet  shows  that  $30  was  paid  for  sales- 
force  wages,  $15  for  drivers'  wages,  $6  for  hay  and  feed,  and 
that  the  proprietor  took  $10  in  cash  and  $1  worth  of  mer- 
chandise for  personal  use.    The  $30  for  salesforce  wages  is 
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entered  on  line  10  in  column  13.  Since  both  drivers'  wages 
and  payments  for  hay  and  feed  are  delivery  expenses,  the 
sum  of  $15  and  $6,  or  $21,  is  entered  on  line  10  in  column  16. 
The  amount  of  cash  and  the  value  of  the  merchandise  taken 
by  the  proprietor,  $11,  is  entered  on  line  10  in  column  18. 

When  a  customer  becomes  bankrupt  and  his  account  is 
charged  off,  the  amount  is  entered  in  column  32,  Bad 
Debts.  The  same  amount  is  of  course  entered  in  red  ink  in 
column  0  in  the  Accounts  Receivable  section  of  this  same 
Monthly  Record  Sheet. 

Hardware  retailers  are  occasionally  troubled  by  the  sepa- 
rate columns  for  buying,  managing,  and  selling.  A  rough- 
and-ready  method  used  in  some  small  stores  is  to  enter  in 
column  18,  Management  Salaries,  the  cash  which  is  with- 
drawn by  the  proprietor  and  the  retail  value  of  the  mer- 
chandise taken  from  the  store  for  his  own  use.  When  this  is 
done  it  is  not  necessary  that  each  of  these  entries  be  split  up 
between  buying,  selling,  and  management  expense.  The 
division  of  the  proprietor's  salary  between  these  different 
accounts  can  be  made  at  the  end  of  the  month  or  at  the  end 
of  the  year.  Of  course  the  division  will  be  an  estimate,  but 
any  retailer  can  tell  very  closely  what  proportion  of  his  time 
he  spends  for  each  purpose. 

Some  retailers  do  considerable  plumbing,  steam  fitting, 
or  tinsmithing  in  cheir  workshop.  When  possible  the  receipts 
from  the  workshop  are  kept  separate  from  the  sales  of  the 
rest  of  the  store.  The  workshop  receipts  are  entered  in 
column  35A  and  in  column  35B  are  entered  the  amounts 
paid  for  material  and  labor  used  by  the  workshop. 

The  last  two  columns  are  for  receipts  and  expenditures  not 
a  part  of  the  regular  retail  business.  For  example,  the  amount 
received  from  the  junk  man  for  waste  paper  is  a  sundry  re- 
ceipt, entered  in  column  36A.  If  the  retailer  owns  his  store, 
the  expenses  like  insurance,  taxes,  and  repairs  on  the  build- 
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ing,  and  interest  payments  on  the  mortgage  are  etitered  in 
column  36B. 

The  columns  on  the  Monthly  Record  Sheet  are  totaled  at 
the  end  of  each  month  and  the  totals  transferred  to  the  Yearly 
Record  Sheet. 

Yearly  Record  Sheet 

The  Yearly  Record  Sheet  has  one  column  for  each  month 
of  the  year  and  another  column  for  yearly  totals.  The  entries 
in  the  January  column  are  obtained  from  the  totals  of  the 
columns  on  the  Monthly  Record  Sheet  for  January.  The 
entries  in  the  February  column  are  similarly  obtained  from 
the  February  Monthly  Record  Sheet. 

Gross  Sales.  The  entry  for  Gross  Sales  on  the  Yearly 
Record  Sheet  is  the  sum  of  the  total  of  column  A,  Cash 
Sales,  and  the  total  of  column  N,  Charge  Sales,  on  the 
Monthly  Record  Sheet. 

Returns  and  Allowances  is  the  sum  of  the  totals  of 
column  G,  Cash  Allowances,  and  column  P,  Credit  Allow- 
ances, on  the  Monthly  Record  Sheet. 

Net  Sales  is  determined  by  subtracting  Returns  and  Allow- 
ances from  Gross  Sales.  The  arrangement  on  this  sheet 
makes  it  possible  to  compare  the  total  sales  month  by  month 
and.thus  easily  follow  the  course  of  business  closely  during 
the  year. 

Net  Inventory  at  Beginning  of  Period  is  the  value  of  stock 
on  hand  at  the  beginning  of  the  business  year.  This  item  is 
ordinarily  entered  once  only  for  the  year,  at  the  beginning  of 
the  first  month.  There  is  no  monthly  entry.  The  method 
of  determining  inventory  is  explained  on  page  10  of  this 
bulletin. 

Purchases  of  Merchandise  at  Billed  Cost  is  the  sum  of  the 
total  of  Column  J,  Cash  Purchases,  and  the  total  of  column  Q, 
Credit  Purchases,  on  the  Monthly  Record  Sheet. 
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Inward  Freight  and  Cartage  is  the  total  of  column  H  on 
the  Monthly  Record  Sheet. 

Item  7  has  a  yearly  entry  only.  There  is  no  monthly 
entry.    This  item  is  the  sum  of  Items  4,  5,  and  6. 

Cash  Discounts  Taken  is  the  total  of  column  S  on  the 
Monthly  Record  Sheet. 

Item  9  has  a  yearly  entry  only.  There  is  no  monthly  entry. 
It  is  the  difference  between  Items  7  and  8  on  the  Yearly 
Record  Sheet. 

Net  Inventory  at  End  of  Period  has  a  yearly  entry  only. 
There  is  no  monthly  entry.  This  entry  is  made  after  inven- 
tory is  taken  at  the  close  of  the  year.  The  method  of  de- 
termining inventory  is  explained  on  page  10  of  this  bulletin. 

Cost  of  Merchandise  Sold  and  Gross  Profit  are  two  other 
items  for  which  there  are  yearly  entries  only,  since  these 
amounts  can  be  figured  only  after  inventory  is  taken. 

The  monthly  entries  on  the  Yearly  Record  Sheet  for  items 
of  expense  are  obtained  directly  from  the  Monthly  Record 
Sheet  from  Items  13-32  with  the  exception  of  a  few  entries. 
Item  22,  Interest  on  Capital-Owned,  ordinarily  has  an 
entry  only  once  a  year.  The  method  of  obtaining  Interest 
on  Capital-Owned  is  explained  on  page  16  of  this  bulletin. 
Since  Interest  on  Capital-Owned  is  determined  only  once  a 
year,  Total  Interest  also  has  an  entry  only  in  the  yearly 
column.  Item  29,  Depreciation  of  Store  Equipment,  will 
ordinarily  have  a  yearly  entry  only  at  the  time  depreciation 
is  taken.  The  method  of  determining  the  charge  for  deprecia- 
tion of  store  equipment  is  explained  on  page  20  of  this  bulle- 
tin. Item  30,  Total  Fixed  Charges  and  Upkeep  Expense, 
is  an  item  which  can  be  determined  only  at  the  end  of  the  year 
inasmuch  as  several  of  the  accounts  included  in  this  amount 
have  yearly  entries  only. 

Total  Expense,  which  also  has  a  yearly  entry  only,  is  the 
sum  of  the  yearly  totals  of  Items  15,  16, 17,  20,  30,  31,  and  32. 
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Net  Profit,  which  is  entered  only  once  a  year,  is  the  dif- 
ference between  Gross  Profit  and  Total  Expense. 

Workshop.  The  entry  on  the  Yearly  Record  Sheet  in  the 
space  for  Workshop  is  the  difference  between  the  totals  of 
Columns  35A  and  35B  on  the  Monthly  Record  Sheet.  If  the 
receipts  are  less  than  the  expenses,  the  amount  is  entered  in 
red  ink. 

Sundry  Revenue  (Net)  is  the  difference  between  Sundry 
Receipts,  the  total  of  column  36A,  and  Sundry  Expenditures, 
the  total  of  column  36B  on  the  Monthly  Record  Sheet.  If 
the  receipts  are  less  than  the  expenditures,  the  amount  is 
entered  in  red  ink. 

Interest  and  Rentals  Earned  also  has  a  yearly  entry  only. 
There  is  no  monthly  entry.  The  amount  charged  to  the  busi- 
ness once  a  year  for  Interest  on  Capital-Owned  is  credited 
here. 

Total  Net  Gain  (or  Loss)  is  the  difference  between  the  sum 
of  Items  35,  36,  and  37,  and  Item  34. 

Income  and  Excess  Profits  Taxes.  This  item  has  a  yearly 
entry  only.     There  is  no  monthly  entry. 

Dividends,  Sharings,  or  Withdrawals.  This  item  has  a 
yearly  entry  only.  There  is  no  monthly  entry.  If  the  pro- 
prietor takes  from  the  business,  either  in  value  of  merchan- 
dise taken  for  personal  use  or  in  cash,  more  than  he  would 
have  to  pay  someone  else  for  doing  his  work,  the  extra  amount 
is  entered  here  as  Proprietor's  Withdrawals. 

Surplus  (or  Deficit)  for  the  Period  has  a  yearly  entry  only. 
There  is  no  monthly  entry.  It  is  the  difference  between  the 
sum  of  Items  39  and  40,  and  Item  38. 

The  balances  at  the  bottom  of  the  Yearly  Record  Sheet 
show  the  condition  of  the  business  month  by  month  and  fur- 
nish the  information  that  is  necessary  for  making  out  a  state- 
ment of  Net  Worth.  The  balance  of  Accounts  Receivable  is 
determined  at  the  end  of  each  month  in  the  following  manner. 
The  balance  of  Accounts  Receivable  at  the  end  of  the  preced- 
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ing  month,  as  shown  on  the  Yearly  Record  Sheet,  is  added  to 
the  Charge  Sales  for  the  month,  the  total  of  column  N  on  the 
Monthly  Record  Sheet.  From  the  sum  of  these  two  items  is 
subtracted  the  sum  of  the  totals  of  columns  0  and  P  on  the 
Monthly  Record  Sheet.  The  remainder  is  the  balance  of 
Accounts  Receivable  at  the  end  of  the  current  month. 

The  balance  of  Accounts  Payable  is  similarly  determined. 
To  the  balance  of  Accounts  Payable  at  the  end  of  the  preced- 
ing month,  as  shown  on  the  Yearly  Record  Sheet,  is  added 
the  Credit  Purchases  for  the  month,  the  total  of  column  Q 
on  the  Monthly  Record  Sheet.  From  the  sum  of  these  two 
items  is  subtracted  the  sum  of  the  monthly  totals  of  columns 
R  and  S  on  the  Monthly  Record  Sheet.  The  remainder  is  the 
balance  of  Accounts  Payable  at  the  end  of  the  current  month. 

The  entry  for  Cash  on  Hand  on  the  Yearly  Record  Sheet 
is  the  Cash  on  Hand  the  last  day  of  the  month  on  the  Monthly 
Record  Sheet. 

The  entry  for  Equipment  on  the  Yearly  Record  Sheet  is 
determined  in  the  following  manner.  The  entry  for  Equip- 
ment at  the  end  of  the  preceding  month,  as  shown  on  the 
Yearly  Record  Sheet,  is  added  to  the  equipment  purchased 
during  the  month,  the  total  of  column  T  on  the  Monthly 
Record  Sheet.  From  the  sum  of  these  two  items  is  subtracted 
the  sum  of  the  red  ink  entries  in  column  T,  e.g.j  equipment 
sold  during  the  year,  and  the  amount  allowed  for  deprecia- 
tion at  the  end  of  the  year  entered  for  Item  29  in  the  column 
for  Yearly  Totals  on  the  Yearly  Record  Sheet.  The  re- 
mainder is  the  value  of  equipment  on  hand  at  the  end  of  the 
current  month. 
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REGISTER  —  Equipment page  26 

sales 1 
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Discount  (see  Cash  Discount).  section 
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Donation,  charitable 31 
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Fan,  power  for 25 

Fidelity  insurance 27 
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Globe 25 
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Heat 25 
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life,  poUcies  payable  to  business,  indemnity 36 
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on  cartage  and  deUvery  equipment 16 

stable  and  garage 16 

store  building  owned 37 

Interest  on  capital  borrowed 21 

owned 22 

received  on  bank  balance 22 

Janitor 31 

Kerosene 25 

Lamp  chimney 25 

Lease 24 

Liabilities page  27 
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SECTION 

Light  for  electric  signs   14 

ofl&ce,  store,  and  warehouse    25 

Lights,  repairs 25 

Manager,  salary  proportionate  to  buying 17 

managing 18 

selling 13 
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Notes  payable page  28 
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Office  Clerk 18 

supplies 19 

Oil,  lighting 25 
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Overs  and  shorts 36 

Packing  case,  sale  of 36 

Paper  bag 14 

waste,  sale  of 36 

wrapping   14 

Parcel  postage 16 

Partner,  active,  salary  proportionate  to  buying 17 

managing 18 

selling 13 
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Periodical  advertising 14 

subscription 31 

Plate  glass  insurance 37 

Plumbing  (see  Workshop). 

Postage 19 

parcel,  on  purchases 6 

delivery 16 

Power 25 

Printing,  stationery 19 

Proprietor's  salary page  12 

Purchases  of  equipment page  26 

merchandise 5 

office  supplies . 19 

workshop  material  and  supplies 35 

Real  estate page  27 

Rebate  for  allowances 2 

Repair  work  (see  Workshop). 

Repairs,  to  equipment,  delivery 16 

store 28 

Returns  from  customers 2 

to  manufacturer,  wholesaler 5 

Sales  slip 19 

Scales  —  Equipment page  26 

Sharpening  tools  (see  Workshop). 

Shipping  clerk 16 

Shovelling  snow 31 

Show  case  —  Equipment page  26 

Stable  —  depreciation,  rent,  insurance 16 

Stamp,  postage 19 

trading 14 

Stationery 19 

Steam  fitting  (see  Workshop). 
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Stock-taking 10 

Storage  fee  and  rent 24 

Store  building,  owned,  insurance 37 

rent 24 

taxes 37 
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SECTION 

Street  car  advertising 14 
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Taxes,  excess  profits 39 

income 39 
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Telephone 31 

pay  station,  toll  receipt 36 

Theft,  loss  from ., 31 
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subscription 31 
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Travelling  expense,  buying  trip 17 

Twine 14 

Typewriter  —  Equipment page  26 

supplies 19 

Warehouse  rent 24 

Waste  paper,  sale  of 36 

Water 31 

Wholesale  department page  24 

Window  display,  lights  and  rent 14 

Workman's  compensation  insurance 27 

Workshop  —  expenses,  labor,  material,  receipts 35 

Wrapping  paper .'.'....  14 
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